RESOLUTION NO. 81-80

A RESOLUTION OF THE CITY COUNCIL OF THE CITY

OF LODI, CALIFORNIA, DECLARING ITS INTENTION

TO CALL FOR BIDS FOR A CERTAIN OIL AND GAS

LEASE AND MAKING FINDINGS IN CONNECTION

THEREWITH

The City Council of the City of Lodi, California,
does resolve as follows:

Section 1. ~ That certain form of Subsurface 0il and
Gas Lease presented to the City Council, with the original
filed in the office of the City Clerk at the Council Meeting
this date, is hereby referred to and by this reference incor-
porated herein.

Section 2. - Pursuant to Section 7058.5 of the Public
Resources Code of the State of California, the City Council
declares thaf it intends to call for bids for an oil and gas
lease in the form of the léasé referred to in Section 1 of
this Resolution. The property to be leased is situated in the
County of San Joaquin, State of California, and is described
as follows:

Portions of Sections 23, 24, 25 and 26, Township

3 North, Range 5 East, Mount Diablo Base and Meridian,

also being described as Assessor's Parcels 055-120-1,

055-120-7, 055-130-4, 055-130-13, 055-130-14, 055~130-15,

055-150-11, 055-150-12, 055-150-14, 055-150-15, and

055-150~17. The property is also commonly known as the
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White Slough Control Plant Property.

For more detailed description, reference

is hereby made to Exhibit "A" appended to proposed

form of Subsurface 0il and Gas Lease, hereinabove

referred to in Section 1 which is on file in the office

of the City Clerk of the City of Lodi. Diagrams of

the subject areas are also on file in the office of the

Lodi City Clerk.

Section 3. - The royalty share payable for oil, gas,
and other hydrocarbons produced from wells on the leased land
shall be one-sixth (1/6): to be computed as provided in said
form of lease. The one variable bidding factor upon which
bids shall be received shall be the cash bonus consideration,
including the first year's rental. The minimum rental per year
during the priméry term shall be as specified in paragraph 4
of the lease. The term of the lease shall be for a period of
five (5) years énd for such longer period (not to exceed 35
years) during which o0il, gas and other hydrocarbon substances
shall be produced from the leased land, or lands with which
the leased land may be pooled. Lessor will permit drill sites
only at such locations as may be mutually agreed upon by Lessor
and Lessee.

Section 4. - None of the land described in the form of
lease hereto has been used, owned, dedicated or acquired as
parks, highways, streets, walks or public playgrounds for park

purposes.



Section 5. - The bidder shall submit his bid in letter
form accompanied by a Certified or Cashier's check in the full
amount of the cash bonus consideration, including rental, bid
for the first year. The bid shall set forth the said cash bonus
consideration, and shall indicate bidder's willingness to enter
into a lease in all respects identical to the lease referred to
in Section 1, except for the identity of the Lessee.

Section 6. - Bids for said Agreement of Lease are hereby
invited and shall be received in the office of the City Clerk
located in the City Hall, Lodi, California, until 5:00 p.m. on
Wednesday, the 19th day of August, 1981, and shall be opened
and publicly declared by the Council at 8:00 p.m. on said date.

Section 7. - The City Clerk shall publish this resolution
once a week for four successive weeks 1n the Lodi News Sentinel
and Lodi Life and Times, newspapers of general circulation
published and printed in the City and County where the property
is situated. »

Dated: July 1, 1981
I hereby certify that Resolution No. 81-80 was passed

and adopted by the City Council of the City of Lodi
in a regular meeting held July 1, 1981 by the following

vote:

Ayes: Councilmen - Murphy, Hughes, Pinkerton and
McCarty

Noes: Councilmen - None

Absent: Councilmen - Katnich

ALICE M. REIMCHE
City Clerk



EXHIBIT "A"

SUBSURFACE OIL AND GAS LEASE

THIS AGREEMENT, made and entered into as of the oo 2y Of o
19.........., becween. . the CITY.OF. LODI...

(and all other partics executing this lease or any counterpart hercof) hereinafter called “Lessor”
’ hereinafter called “"Lessee,”

and

1. Lessor, for and in consideration of onc dolMar and other valuable consideration, receipt and sufficiency of which is
hereby acknowledged, 2nd of the royalties and agreements of the Lessee herein provided, hereby grants, lets and leases exclu-
sively unto Lessee all the land lying more than five hundred (500) fect below the surface, but none of the land lying above
the depth of five hundred (500) feet below the surface, of the lands specifically described and included in Earagraph 18
hercof, which land is hereinafcer referred to as “said land,” for the purposes of exploring and prospecting for (by geological,
geophysical, and all other me2ns whether now known or not), drilling for, producing, saving, taking and owning oil, gas, all
other hydrocarbons, and all other substances produced therewich, collectively hereinafter referred to as “s2id substances,” in,
under or that may be produced from said lznf and hereby grants all rights, privileges 2nd easements useful or convenient for
Lessee’s operations in said land, in adjacent or contiguous lands, and in other lands in the same vicinity, including. but not lim-
ited 13 subsurface rights of way for drilling, repairing, redrilling, deepening, maintaining, operating, abandoning, reworking
and removing wells in, into and through said land; and the right to drill wells and use Lessee’s existing wells, including produc-
ing wells, to inject gas, water, air or other substances in¢o said J.and. Lessee shall have the right hereunder to conducc operations
by methods now known or unknown which, in Lessee’s opinion, are reasonably designed to benefit or facilicate the drilling
for or production of said substances from said land. Lessee shall have no righe, without the consent of Lessor in writing being
first obtained, to drill any well or wells from the surface of the Jands described in paragraph 18 hereof, or to use said sucface,
or that portion of such lands lying zbove a depth of five hundred (500) feet below szid surface, for any purpose. Lessee may
have, or at its option may obtain, rights in respect to other lands in the vicinity of said land for drill sites from which wells
can be slant drilled into said land for the purposes of this lease. Lessee shall have the unrestricted and exclusive right, power
and authority to produce said substances beneath or recoverable from said land, 2nd ro exercise 2ll other rights and rri\'ilegcs
herein set forth, by means of any well or wells which are slant drilled from surface drill sites located on such other lands 2nd
the producing intervals of which are bottomed in said land. The-rights 2nd privileges granted to Lessee hereunder shall be sol=
and exclusive. . - ) :

2. This lease shall remain in force for a term of ... £1Ve. . years from the date hereof, called “primary térm,” and
either as long thereafter as any of said substances is produced from said land in paying quanticies (being quantities sufficient
to pay operating costs) or 5o long as continuous operations (as defined in paragraph 5 hereof) are conducted in s2id land or
so long as this lease is kept in force under any other provision hereof.

. The term “agreed share™ as used herein means 1/6 - Royalcies to be paid by. Lessee are: (2) on oil,
the value of the ugreed share of that prcduced and saved from said land. It is mutually ag:eed that the value shall be the price
cursently offered or paid by Lessee for oil of like gravity and quality in the same field. The volume of oil upon which royaley
payments are based may be determined either by metering and sampling or by tank gauges. After such measurement, all or any
part of the oil may be transported to locations on other lands and commingled with oil from other lands. Lessee may deduct
from royalty payments the agreed share of the cost of treating unmeschantable oil produced from said Jand to render it mer-

- chantable, rhe agreed share of the cost of transporting the oil to the treating plant 2nd the agreed share of the cost of disposing

of waste water produced with said substances; nothing herein contained shall be construed as obligating Lessee to treat oil;
(b) on gas including casinghead gas and 2ll gaseous substances produced, saved 2nd sold from said land, the agreed share of
the net proceeds (which shall be the amount realized from such sale less compressing costs) of the gas so sold; (¢) on gas not
sold but used for any purpose not connecced with or incidental to operations in said land or Jand pooled or unitized therewith,
the agreed share of the market value ar the well of the gas so used. Alt or any parc of the gas produced from said land may
be transported to locacions on other lands and commingled with gas from other lands. Lessce shall meter such transported
gas and such meter readings together with Lessce’s analysis of gasoline content of gas shall furnish the basis for prorating
the amount of gasoline to be credited to said land. Lessce shall not be accountable to Lessor for gas lost or used or consumed
in opcrations hereunder. Lessee may produce gas from said land or from lands with which said land is pooled or unitized in
accordance with any method of rarable raking at any time or from time to time hercafter generally in effect in any pool of
which said land or any portion thereof is a part. In the absence of any such mechod of ratable taking, Lessee shzll produce
from said Jand or lands pooled or unitized therewith 2 fair and equitable proportion of the quantity of gas which it markets
from lands under lease to it in the pool of which s2id land is 2 part. Lessee shall be obligated o produce only so much
£as 2s it may be able to market at the well or wells. When there is no market for gas at the wells, Lessee's obligation to produce’
gas shall be suspended; (d) on gasoline extracted from gas produced from said land, the value of 4895 of the 2greed share
of the gasolinc credited 1o said land by Lessce. It is mutually agreed that the value shall be the price currently offered or paid
by Lessce for gasoline of like specifications and quality in the same vicinity; (¢) on any other substance, the agreed share
of the marker value at the well.

For all operacions hereundcr, Lessee may vse, free of royalty, oil, gas or other hydrocarbons and water from said land.
However, if Lessee shall use in operations hereunder, fucl, power, or other substances not obtained from said land, then
Lessec shall be entitled to deduce from the amount of the additional royalty accruing thereby 1o Lessor the agreed share of the
cost of such substituted fuel, power or other substances; provided, no deduction hercunder shall exceed the amount of such
additional royalry.

When any of said substances not produced from said Jand are injected into said land or J2nd pooled or unitized therewith.
the initial production thereafier of said substanées from any such land shall be free of royalty until the amount of the said
substances produced and saved therefrom shall equal thac of said substances injected thercin,

4. The consideration expressed in paragraph 1 covers all rental for the first ... m2mm. .. year(s) of the primary term.
If drilling operations are not commenced in said land on or before ....... one....... year(s) from the date hereof then, subject
10 the provisions of paragraph 15 hercof Lessce shall pay or tender to Lessor or to Lessor’s credic in..

. Bank 2t
...... (which bank and its successors
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judicially determined chat such failure exises, and zny decree of rerminzcion, cancellation or forfeirure shall be in the 2lerna-
tive and shall provide for termimation, cancelation, or f s Lessee complics with thz covehanis, conditio
obligations breached within a reasonable time o be dereimined by the Court, No default in the performanze of any condition
or obligation hereof shall afiect the rights of Lessee hereunder with respect to any deilling or producing well or wells in regard
to which Lessee is not in defauls, together vith a parcel of forty acces serronnding cach such oil well then complered eor being
drilled and 3 parcel of six hundred forty zcres surrounding cxch such gas well then com;!c:sd or being drilled,

11, If Lessee is prevented of hindered from drilling or conducting other operztions for the purpose of obuaining or
restoring producdion or from producing said substances by Lire, flood, storm, act of God, or any causz beyond Lesste’s control
(including bat not limited to governmental lav, order or regulation, labor disputes, war, inability ro szcure men, materials or
transporation, inability to secure a market for gas, or an adverse claim to Lessoc’s tizle when Lessor has been notified pursuant
o) p:r.xgmph 14 hereof), then the pecformance of 2ny such operations or the production of said substances shall be suspended
during the period of such prevention or hindrance. If such suspension .occurs during the primary terz, the payment of delay
rencal during such suspeasion shall be excused and the primary tecm shall be extended for a period of time equal to the period
of such suspensioa and chis lease shall remain in full force 2nd ceffece during such period of suspension and any such extension
of the primary term. Lessee may commence o resume the payment or tender of rentals in accordance with paragraph 4 hereof
after the period of suspension by paying or tendering within 60 days after the period of suspension the proportionate part
of the seneal for the rental year remaining after such period of suspension. If such suspension occurs after the primary term,
this lease shall remaia in full force and effect during such suspension and for 2 reasonable time thereafter provided that wichin
such time following the period of suspension Lessce diligently commences or resumes operations o the production of said
substances. Lessee’s obligation to pay royalty on actupl production shall naver be suspended under this paragraph. Whenever
Lessee would otherwise be required to surrender any of s2id land as an alternative to the performance so suspended, then
s0 long as such performance is supended by this paragraph Lessee shall not be required to surrender any postion of said land.

If the permission or approval of any governmental agency is necessary before drilling operations may be commenced in
s2id land, then if such permission or approval has been applied for at least 30 days prior to the date upon which such opera-
tions must be commenced under the terms hereof, the obligation to commence such operations shall be suspended until thirgy
(30) days after the governmental permit is granted or approval given, or if Such permit or approval is denied inicially, then
so long as Lessce in good faith appeals from such denial or conducts further proceedings-in an atcempe to secure such permit
or approval and thirty days thereafter,

12.  For the consideration paid ac the time of execution of this agreement and without any additional consideration to
be paid therefor, except as provided below, Lessor hereby grants to Lessee, its successors and assigns, the sole and exclusive
right, right of way and easement to drill into and through said land by means of 2 well or wells drilled from the surface of

" 1ands other than said land, and the solc and exclusive right to abandon or repair, redrill, decpen, maintain, rework and oper-

ate such well or wells for the production of said substances from or the injection of gas, water, 2ir or other substances into
lands other than said land. The rights granted in this paragraph shall continue for, and may be exercised at any time or from
time 1o time within, ten (10) years from the dace hereof and theseafter 2s long as Lessce in good faith shall conduct drilling
operations under the provisions of this lease or this paragraph, or s2id substances are produced from wells drilled pursuant
to this Jease or this paragraph, or wells drilled pursuant to this paragraph are used for injection as aforesaid, or the perform-
ance of any such operations is suspended or deferred for the reasons or causes set forth in paragraph 11 hercof. If Lessee
exescises the rights granted in this paragraph and therealter .completes 2 well capable of being used for injection or of
producing said subsiances in quantities deemed paying quantities-by Lessee, then Lessée shall within sixey (60) days afeer
such completion pay Lessor an annual rencal computed at the rate of one dollar ($1) per yard of horizoatal projection of the
survey course of that parc of the bore hole of such well traversing said land; provided, however, that Lessor shall not be entitled
to receive any rental under the provisions of this paragraph during such times 2s Lessor is entitled to receive royzlty or rentals
under other Fro-.'isions of this lease. Any such réncals $hall continue uncil such well is abandoned. Any well drilled under the

sovisions of this paragraph shall be drilled so thac the production or injection interval thereof shall lie wholly outside the

oundary of said land and Lessor recognizes and agrees thar Lessor has no interest in any such well or wells drilled pursuznt
to this paragraph or any production therefrom. If Lessce shall assign o any third pasty or parties rights granted to Lessec
under this paragraph, the rights of Lessce shall not thereby be diminished, but in such event both Lessce and its assignee shall
have, hold and cnjoy said rights, each independently of the other.

Any surrender or termination under 2ny other provision of this lease shall be effective norwithstanding the fact that
Lessee in and by such surrender or termination seserves the rights granted to Lessee under this paragraph, and regardless of
surrender or termination, the rights granted under this paragraph shall continue for the hercinabove stated term. -

13. Lessce may at any time or times within twenty-onc (21) years from the date hereof without Lessor's joinder or
further consent, pool, consolidaie or unitize chis Jease and said land in whole or in parc or as to any zone, with other lands,
mineral interests, and leases in the vicinity thercof 50 as to constituce 2 unic or units whenever such action in Lessee’s judgment
is required to comply with applicable laws or to prormote or encourage the conservation of natural resources or the efficienc and
economical location and spacing of wells, cycling, pressure-maintenance, repressuring or secondary recovery programs, or (o
join in any cooperative or unit plan of devclopment or operation approved by State or Federal authorities. The size or shape
of any such unit may be changed at any time or times within twenty-one (21) years from the date hereof withour Lessor's
joinder or further consent to permit more cfficient and economical operation, 10 include acreage believed to be productive and
o exclude acreage belicved 1o be unproductive or which is not committed 1o the unie, bur any increase or decrease in Lessor's
coyalties resuliing from any such change in any such unit shall not be retroactive, Any such unit may be established or
changed, and in the absence of production thesefrom may be abolished and dissolved, by filing for record an instrument so
declaring, a2 copy of which shall be delivered to Lessor or to the depository bank. Drilling or other operations (as defined in
paragraph 3 hereof) in, or production of any one of said substances trom, any part of such unit shall be treated and considered
for all purposes of this lease as such operation in or such production from said land. Lessee shall allocate to the portion of said
land included in any such unit a fractional pare of all production from any part of such unit on the same basis as is provided
in the agreement becween Lessce and others whereby such unic s cst:b!ishc!or, in the absence of such an agreement or of a
method of allocation therein, Lessce shall elect one of the following bases: (a) The rztio between the acreage of the portion
of this Jease included in such uait and the tocal of all acreage included in such unit; or (b) The rario between the value, as
estimated by Lessee, of recoverable production within the portion of this Jease included in such unic and the total value, as
estimated by Lessce, of all recoverable production within such uait. Lessec may change from one of the aforesaid bases to the
other at any time or tmes within 21 years from the date hereof without Lessor’s further joinder or consent bug any increase

or decrease in Lessor's royalyy resuliing from any such change shall not be reuoactive. No offsce obligation shall accrue under
this Jeasc as a result of any well drilled within any such unit.

14.  Yessor warrants 2nd agrees to defend the title to said land. The rentals and royalties hereinabove provided are decer-
mined with respect to the endire mincral estate, and if Lessor owns a lesser interest, the reatals and royalties to be p2id Lessor
may be reduced proportionately. If the interest of Lessor covered by this lease is subject to any outstanding royalties payable
to anodher, such royalties shall be deducced from Lessor's royalties hercin provided. Lessce shall pay all taxes Jevied against
Lessce’s plancs, machinery and personal property owned by Lessec and used for development of said 1and and all caxes (except
the agreed share thereof) assessed upon mincral rights or assessed upon or measured E)’ produc(fun from or allocared to said
Jand. Lessor shall pay all ocher taxes assessed againse said land and the agreed share of taxes assessed upon mineral righes snd
assessed upon or measured by production from or allocated to said land. Lussee may discharge in whole or in part, on behalf
of Lessor, any tax, mortgage or other lien upon said land, or may redeem the sime from any purchaser ac any tax sale or
adjudication, and may reimnburse itself from any reneals and royalties accruing hereunder and shall be subrogated 1o such lien
with the right 16 enforce same. Lessee shall have thie right to hold or acquire mineral righes or leases from others claiming
any interest in any'pare of said Tand, and 1o withhold from Lessor payment of rentsls and ropaltics aceributable to any interese
so claimed or 10 any other interest which is subject 1o adverse claim, dispute or litirarion and the cime hll nae b ddis oeedd
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